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MESSAGE FROM THE SECRETARY 


This Department has long taken a leadership role in agriculture, rural 
development, conservation, international trade, environment, food safety, biotechnology, 
forestry, and nutrition. Shortly after being sworn in as Secretary, I announced my 
intention to begin the process of building a "Team USDA" dedicated to change and to 
the public it serves. As part of this Administration’s goal to reduce the deficit, we want 
to eliminate duplication and find economies of scale to deliver the programs 
administered by the Department. 


We need to send the message to the American people and the Congress that the 
goal of USDA is to provide better services to the public. All Agencies working together 
as a team will help to effect this goal and bring this Department back to the people. 


As part of this effort, audit recommendations and appropriate follow-up must be 
considered as an important management tool to ensure effective oversight and 
stewardship for the delivery of our programs and for meeting the needs of the people 
who use those programs. I want to make this Department farmer friendly, consumer 
friendly, and just plain citizen friendly. In this regard, "Team USDA" continuously 
monitors and implements audit recommendations to ensure the financial integrity and 
effective delivery of our programs. 


(vce ESPY’ 
Secretary 
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AGENCY ABBREVIATIONS 


AMS Agricultural Marketing Service 

APHIS Animal and Plant Health Inspection Service 
ASCS Agricultural Stabilization and Conservation Service 
CCC Commodity Credit Corporation 

CSRS Cooperative State Research Service 

ES Extension Service 

FAS Foreign Agricultural Service 

FmHA Farmers Home Administration 

FCIC Federal Crop Insurance Service 

FNS Food and Nutrition Service 

FS Forest Service 

FSIS Food Safety and Inspection Service 

NASS National Agricultural Statistics Service 

OFM Office of Finance and Management 

OIG Office of Inspector General 

OGC Office of the General Counsel 

OICD Office of International Cooperation and Development 
OO Office of Operations 

OIRM Office of Information Resources Management 
RDA Rural Development Administration 

SCS Soil Conservation Service 
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EXECUTIVE SUMMARY 


The Secretary’s Management Report to the Congress is required by the Inspector 
General Act Amendments of 1988. The Amendments require that the Secretary report 
directly to the Congress on the status of management decisions and final action taken on 
audit recommendations. This is the eighth report issued by the United States 
Department of Agriculture (USDA) and covers the 6-month period October 1, 1992, 
through March 31, 1993. The report reflects management’s implementation of 
recommendations contained in audit reports issued by USDA’s Office of Inspector 
General (OIG) and explains why action on an audit remains incomplete 1 year from the 
management decision date. It complements the OIG Semiannual Report to Congress 
which includes data on audit reports issued and the status of management decisions 
made during this 6-month period. 


Over the past 6 months, the Office of Finance and Management monitored and 
analyzed 467 audits with 3,271 recommendations of which 1,980 are complete. Of the 
467 audits, 333 are from prior reporting periods and contain 2,536 recommendations. 
These audits contain approximately $175 million in costs (disallowed) that management 
determined should not be charged to the Department’s programs and approximately $2.5 
billion in funds which management agreed could be used more efficiently (funds to be 
put to better use). 


Action is complete on 182 audit reports with 931 recommendations. As a result, 
over $4.4 million was recovered in disallowed costs and approximately $42.5 million was 
written off in funds that management determined to be uncollectible due to 
bankruptcies, excessive cost of collections, legal decisions, or terminations in program 
participation. Additionally, management completed action on $15.8 million in disallowed 
costs as a result of final action taken on 122 individual audit recommendations. 


Management implemented action on over $22.6 million in funds they determined 
could be used more efficiently and determined that approximately $846.1 million could 
not be used more efficiently due to statutory or other mandatory requirements. As a 
result of final action taken on 39 individual audit recommendations, management also 
implemented over $238.8 million they determined could be used more efficiently and 
determined that an additional $14.1 million could not be used efficiently. 


As of March 31, 1993, 285 audits containing 2,340 recommendations are without 
final action. These audits contain over $127.5 million in disallowed costs and over $1.6 
billion which management agreed could be put to better use. Of the 285 audits, 123 do 
not have final action on the entire audit 1 year from the management decision date. 
Explanations for these audits are contained in Appendix 1 to this report. Many of the 


management decisions to effect corrective action on these audits involve development of 
long-term automated system changes, formal regulations and directives, legal 
implications, actions by non-USDA agencies, and time-consuming collection processes. 
Of these 123 audits, management took action on 769 recommendations containing 
approximately $36.0 million in disallowed costs and approximately $251.3 million in funds 
to be put to better use. | 


There are 12 audits containing 103 recommendations either under appeal or 
requiring a legislative solution to effect final action. Although the appeal and legislative 
processes preclude final action on these audits in their entirety, management completed 
action on 40 recommendations containing $3.4 million in funds OIG recommended could 
be put to better use. 
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FINAL ACTION ON AUDITS AND AUDIT RECOMMENDATIONS 
WITH DISALLOWED COSTS FOR THE 6-MONTH PERIOD 
October 1, 1992 - March 31, 1993 


The chart on the following page depicts the overall status of audits with 
disallowed costs for this reporting period. As of October 1, 1992, final action was in 
process but not complete on 195 audits with $164,767,241 in disallowed costs. 
Management decisions were made during the period on 68 audits with $10,081,760 in 
disallowed costs. Management implemented action for 100 audits, recovering $4,421,392 
in costs that should not be charged to USDA programs and writing off $42,487,630 in 
uncollectible debts due to bankruptcies, excessive cost of collections, legal 
determinations, or terminations in program participation. Additionally, agencies 
collected $14,355,823 and wrote off $1,376,193 as a result of final action taken on 122 
individual audit recommendations. 


Final Action on Audits And Audit Recommendations 
With Disallowed Costs 
October 1, 1992 = March 31, 1993 . 


Disallowed Costs 


Number of 


Audit Reports Dollars 
A. Management decisions with no 


October 1, 1992 ee 767,241 
Management decisions ee 
the period 10,081, mee. 
Total management decisions 
(A + B) ene ee Game OC eb 849, O01 
Final action on audit 
reports 47,310,798? 


SS or 
(a) collections fears en apse 
ee 2,872,746 


pechelty in lieu of © 
cash 21,700 


Sea) OTN” 42,487, 630 
3. Subtotal (1 + 2) P4890, 022" 


E. Audit reports needing final 


action as of March 31, 1993 
(Cc — D) . eee. et eee ————— Score 203 


| RECOMMENDATIONS __ 


es 
recommendations 15,828,264‘ 

[| i. Recoveries || 

| tay coltections | 33,752,622 
pt) other T6320 
| 2. weiteotes | 3 376,293 


3. Subtotal (1 + 2) ee ee 


Total final action taken 
during the period (D + UP 63, vaaee 062 


1fThis reflects seven additional audits and $1,218 less in disallowed costs 
than the OIG Semiannual Report for this 6-month period. The seven audits 
are the result of individual Agencies making management decisions on their 
portion of multi-Agency audits and $1,218 was reported in a prior report as 
a result of a management decision on a multi-Agency audit. 


*This amount was reduced by $533,012 due to documentation obtained to support 
the costs and appeals. , 


3Agencies recovered an additional $131,236 not identified in OIG audit 
reports. 


‘This amount was reduced by $106,686 due to appeals and documentation to 
support the costs, and an additional $10,438 was collected which was not 
identified in OIG audit reports. 


FINAL ACTION ON AUDITS AND AUDIT RECOMMENDATIONS 
WITH FUNDS TO BE PUT TO BETTER USE FOR THE 6-MONTH PERIOD 
OCTOBER 1, 1992 - MARCH 31, 1993 


The chart on the following page depicts the overall status of audits with funds to 
be put to better use for this reporting period. As of October 1, 1992, final action was in 
process but not complete on 70 audits with $2,339,207,696 in funds recommended to be 
put to better use. Management decisions were made during the period on 21 audits with 
$144,077,606. Management implemented action on 29 audits containing $868,706,500 in 
funds to be put to better use. Recommendations for $846,085,009 were not put to better 
use, mainly due to either statutory or other mandatory requirements. Additionally, 
agencies took final action on $253,000,692 contained in 39 individual audit 
recommendations. 


Final Action on Audits and Audit Recommendations 
With Funds To Be Put To Better Use 
October 1, 1992 = March 31, 1993 


Funds To Be Put To Better Use 


Number of 
Audit Reports 


Dollars 


A. Management decisions with no 
final action as of 
October 1, 1992 2,339,207,696 


Management decisions made 

during the period 144,077,606 
Total management decisions 

(A + B) pO 2 $83,285,302 | 483, 285, 302 
Final action on audit 

reports 868,706,500 


recommendations 
implemented 22,621,491 
2. Value of 
recommendations not 
; implemented 846,085,009 


3. Subtotal (1 + 2) | a 706,500 


E. Audits reports needing 
final action as of 
March 31, 1993 cern ro - D) 


1,614,578,802 


Se 

Final action on audit 
recommendations 253,000,692 
1. Value of 

recommendations 

implemented 238,842,815 
2. Value of 

recommendations not 

implemented 14,157,877 


Subtotal (1 + 2) 28000 692 


Total final action taken 
during the period (D + F) 1,121,707,192 


AUDITS UNDER APPEAL OR LEGISLATIVE SOLUTION 


The table on the following page reflects 12 audits either under appeal or a 
legislative solution is necessary to effect final action. These audits contain 103 
recommendations involving $7,408,657 in disallowed costs and $379,248,309 in funds to 
be put to better use. Although the appeal and legislative processes preclude final action 
on these audits in their entirety, management completed action on 40 recommendations 
with $3,400,000 in funds OIG recommended could be put to better use. 


AUDITS UNDER APPEAL OR 
LEGISLATIVE SOLUTION 
OCTOBER 1, 1992 — MARCH 31, 1993 


Funds To* 
. Disallowed | Be Put To 
Judicial Legislative Costs Better Use 
Appeal Solution (Dollars) 


Administrative 


Agency Appeal 


ASCS 0 2,342,678 


| 376,948,790 


4,755,287 


FCIC @) 1 


1,623,656 


431,663 


310,692 


TOTAL 7 3 7,408,657 379,248,309 


* Of this amount, action is complete on $3.4 million. 


wv 


APPENDIX 1 
AGENCY AUDITS WITHOUT FINAL ACTION 1 YEAR 
FROM THE MANAGEMENT DECISION DATE 


Agencies did not complete corrective action within 1 year on 123 audits. The 86 
audits indicated with an asterisk (*) were in the report for the period April 1 through 
September 30, 1992. Some audits contain multiple recommendations affecting the 
completion of final action. These include complex automated system changes, collection 
activities, development and implementation of regulations or directives, legal 
implications, investigations, actions by other than USDA agencies, and other time- 
consuming corrective action to implement the management decisions. The 123 audits 
contain 1,162 recommendations and action is complete on 769 recommendations with 
$36,016,364 in disallowed costs, and $252,276,195 in funds to be put to better use. 
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